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MVEMORANDUM OPI NI ON

BEGHE, Judge: Respondent determ ned the foll ow ng

deficiencies in and additions to petitioner's Federal

i nconme
t axes:
Additions to Tax
Year Defi ci ency Sec. 6651(a) (1) Sec. 6654(a)
1992 $4, 008 $1, 002 ---
1993 10, 387 2,597 $318

1994 8, 861 2,215 359



Al'l section references are to the Internal Revenue Code in
effect for the years in issue. Al nonetary anounts have been
rounded to the nearest dollar.

Backgr ound

Petitioner filed a pro se petition using a formthat had
obvi ously been prepared by soneone el se. Petitioner disputed
respondent’'s determ nations, but he failed to allege any facts in
support of his position. Petitioner attached to his petition
Exhibit "A", stating as foll ows:

EXH BI T "A"

DEMAND | S MADE THAT THE TAX COURT TRANSFER THI S CASE TO

THE APPELLATE DI VISION OF THE | RS ON THE GROUNDS THAT

THI S TAXPAYER HAS BEEN DENI ED DUE PROCESS OF LAW AND

HAS A SUBSTANTI AL CLAI M UNDER THE "NEW TAXPAYER BI LL

OF RIGHTS, AGAINST THE AGENT AND THE I RS, PLUS OTHER

CAUSES OF ACTI ON THAT HAVE NOT BEEN FULLY DETERM NED AS

OF THE PRESENT DATE.

AVO DANCE AND/ OR AFFI RVATI VE DEFENSES

PETI TI ONER ALLEGES AS AN AVO DANCE AND/ OR AFFI RVATI VE

DEFENSE EACH OF THE FOLLOW NG THAT HAVE BEEN MARKED BY

AN " X' ON THE LI NE BEFORE THE | TEM LI STED:

RES JUDI CATA
ESTOPPEL

WAl VER
DURESS
FRAUD

STATUTE OF LI M TATI ONS

b pe b pe e

| NVALI D NOTI CE OF DEFI Cl ENCY NOT COVPLYI NG
W TH THE TAX CODE PROVI SI ONS
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X _ FAILURE TO PROVI DE FREEDOM CF | NFORVATI ON ACT
DOCUMENTS AND MATERI ALS NECESSARY FOR
PETI TI ONER TO PREPARE FOR TRI AL

<

FAI LURE OF RESPONDENT TO "FULLY COCOPERATE" AS
PROVI DED BY THE STANDI NG ORDER

FAI LURE OF RESPONDENT TO EXHAUST
ADM NI STRATI VE REMEDI ES. NO PRI OR CONTACT

=

LACHES

olle

THE " CLEAN HANDS" DOCTRI NE ( UNCLEAN HANDS OF
RESPONDENT)

| LLEGALI TY
FAI LURE OF JURI SDI CTI ON OVER PETI Tl ONER

olle

DI SCHARGE | N BANKRUPTCY

OTHER

This case was cal endared for trial at the Court's
Loui sville, Kentucky, trial session beginning January 11, 1999.
It canme to the Court's attention that petitioner had another case
for 1995, docket No. 7944-98, that was cal endared for trial at
the Court's Louisville, Kentucky, trial session beginning
February 16, 1999. The petition disputing respondent’'s
determ nations in petitioner's 1995 case interposed the sane
| aundry list of "Avoidance and/or Affirmative Defenses".

The Court cal endared the case at docket No. 7944-98 for oral
report with this case at the January 11, 1999, Louisville trial

sessi on.



Respondent served a tinely trial nenorandum al erting
petitioner that respondent would seek a penalty under section
6673 agai nst petitioner for asserting groundless and frivol ous
positions. The Court attenpted to have a pretrial tel ephone
conference with the parties, but was unable to do so because
petitioner had not provided a current address and tel ephone
nunber. At the calendar call, respondent filed a notion for the
i nposition of a penalty under section 6673, reciting that
respondent had furnished petitioner copies of section 6673 and
rel evant court opinions. Petitioner submtted a "trial
menor andunf, consisting of a 10-page canned brief replete with
frivol ous argunments about the invalidity of the Federal incone
tax laws as applied to him and a "Suppl enent Stipul ation of
Facts" with nore than 200 pages of exhibits, including a copy of
a 158-page preprinted docunent entitled "RELI ANCE DEFENSE" as
Exhibit 7-J, prepared by "WIIliam Drexler, Esq., Juris Doctor"
whi ch petitioner characterized as foll ows:

This Petitioner relies on the know edge that he is
subject to an incone tax if he was involved in any
activity that is harnful or evil or detrinental to the
wel | being of a sovereign Citizen of the United States;
and any one involved in a privilege granted or |icensed
by the State or Federal Governnent is also subject to
i nconme t ax.

This Petitioner informed and hereby relies on
Rel i ance Def ense, supra, which is the conpilation of

many schol ars that have spent years gathering the
information that is relevant to this case and which




addresses the relevant issues as designated in the

parties' Trial Menoranduns and in particular as set

forth by WIlliamT. Conklin, Pages 19-34 of Exhibit

7-J.

At the calendar call, the Court gave petitioner copies of
opinions in four cases to read before trial, which was set for
the afternoon of the sanme day, to "denonstrate to you the error
of your ways * * * that the position that you are taking as set
forth in your trial menorandumis not going to prevail".! The
Court suggested that, rather than pursuing frivol ous argunents,
petitioner should attenpt to present evidence of deductible
expenses that m ght reduce the deficiencies and additions.

When the case was recalled in the afternoon, respondent's
counsel reported that a basis of settlenent had not been reached
and handed up a bare-bones stipulation of facts. Petitioner had
refused to stipulate that he had not filed Federal incone tax
returns for the years in question or the anbunts of conpensation
he had received. Petitioner's refusal to stipulate led to a
trial on these issues, with the introduction of docunentary
evi dence to support respondent's determ nations that petitioner

had not filed incone tax returns and the testinony of four

W tnesses (petitioner's two enployers and their respective

! Coleman v. Conmi ssioner, 791 F.2d 68 (7th Cr. 1986);
CGhal ardi I ncone Tax Educ. Found. v. Comm ssioner, T.C Meno.
1998-460; Liddane v. Conmi ssioner, T.C Meno. 1998-259; Tal nage
v. Comm ssioner, T.C Meno. 1996-114, affd. w thout published
opinion 101 F. 3d 695 (4th G r. 1996).
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accountants) as to the anmounts of conpensation that he had
received fromhis enployers. Petitioner presented no evidence.
At all relevant tinmes, including the time of filing his
petition, petitioner has been a resident of Jeffersonville,
I ndi ana. Petitioner did not file Federal incone tax returns for
any of the taxable years 1992, 1993, or 1994. Petitioner is a
skilled craftsman in the jewelry trade, doing designing,
engravi ng, wax carving, stone setting, casting, finishing,
polishing, and general repair. For his services as a jewelry
craftsman, petitioner received the follow ng anmounts of

conpensati on:

Payer
Aesthetics in G Mtry
Year Jewelry, Inc. Jewel ers, Inc.
1992 $27, 940 ---
1993 29, 963 $14, 735
1994 23,708 15, 544

Petitioner also received unenpl oynent conpensation of $105 in
1994. During the years in question, the follow ng amounts of
Federal inconme tax were withheld from petitioner's wages by

Aesthetics in Jewelry, Inc.:

Taxabl e Amount s
Year Wt hhel d
1992 $2, 715
1993 2,516

1994 1,677



The anpbunts of tax withheld frompetitioner's wages by Aesthetics
in Jewelry, Inc., did not satisfy his obligations to pay
estimated tax in 1993 and 1994.

At the conclusion of the testinony of respondent's
W tnesses, petitioner said that he wanted to submt additi onal
briefs. The Court warned himthat would nmean nore work for
respondent and the Court, which could result in a larger penalty
under section 6673 than if the Court just ruled fromthe bench.
Petitioner replied: "I amwlling to take that risk"”. The Court
set a briefing schedule, and briefs have been filed by the
parties.

Not wi t hstanding that this case has been submtted to the
Court for decision as described above, the case at docket No.
7944-98 was di sposed of, on February 18, 1999, by entry of an
agreed deci sion that reduced the anounts of the deficiencies and
additions originally determ ned by respondent.

Di scussi on

Respondent's determ nations in this case were based upon
third-party information returns for conpensation paid to
petitioner. Petitioner refused to stipulate the anmounts
received. 1In the face of petitioner's refusal, respondent, out
of an abundance of caution in the face of section 6201(d), proved
t he anounts received by the testinony and records of petitioner's

former enpl oyers and their accountants. Petitioner has not
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di sputed respondent’'s determ nation that he received unenpl oynent
conpensation in 1994 fromthe Comonweal th of Kentucky.
Respondent proffered evidence that convinces the Court that
petitioner did not file incone tax returns or pay any esti nmated
tax (in addition to the tax withheld) wth respect to any of the
t axabl e years at issue.

Petitioner's brief contains outworn argunments about the
unconstitutionality of the Federal inconme tax in its application
to earned income that are refuted by nunerous court opinions,

i ncluding the opinions cited supra note 1, which were provided to
petitioner before the trial resulting fromhis refusal to concede
respondent’'s determ nations. Those opinions establish that the
conpensation paid to petitioner during the taxable years in
question is included in his gross incone and is subject to
Federal inconme tax. Petitioner's argunents are without nerit,
and he is liable for incone tax and additions to tax as

determ ned by respondent. No useful purpose would be served by
any further explanation.

Turning to respondent's notion for a penalty under section
6673, we observe that, in each of the cases cited supra note 1, a
penal ty had been inposed under section 6673, which now provides
for inmposition of a penalty of up to $25,000 against a party who
advances frivolous or groundl ess positions or institutes or

mai ntains a proceeding primarily for delay. Petitioner has



chosen to ignore the Court's precedents and adnonitions and has
continued to assert frivolous and groundl ess positions.
Petitioner has wasted val uable tine and i nposed additional costs
on respondent, the Court, and petitioner's enployers and their
accountants by refusing to stipulate the anounts of conpensation
that he received fromhis enployers during the taxable years in
guestion and other facts that were not reasonably in dispute,
including his failures to file returns.

Petitioner apparently followed the Court's advice in
settling the case at docket No. 7944-98, but he has continued to
pl ay his hopeless hand in this case, consciously choosing to risk
the inmposition of a penalty under section 6673.

In the face of petitioner's refusal to deal with this case
on the merits, respondent has asked the Court to inpose a penalty
under section 6673 in the full anount permitted by |aw, $25, 000.
The Court agrees with respondent that a substantial penalty is
appropriate, but, considering the total anount owed by
petitioner, not in the full anmount of $25,000. W wll exercise
our discretion under section 6673 to require petitioner to pay a

penalty to the United States in the anount of $10, 000.

An appropriate order wll

be issued, and decision will be

entered for respondent.




